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November  20,  1957 

Honorable  J.  Hugo  Aronson 
Governor  of  Montana 
Helena,  Montana 

Dear  Governor  Aronson: 

The  Board  of  Administration  of  the  Public  Employees'  Retirement  System 
of  Montana  herewith  presents  the  Second  Annual  Report  of  the  operations 
and  progress  of  its  Social  Security  Division  during  the  fiscal  year  of  1956-57 
in  compliance  with  the  provisions  of  Section  68-501  (c),  Revised  Codes  of 
Montana,  1947. 

It  gives  us  great  pleasure  and  satisfaction  to  report  that  the  majority  of 
public  employees  in  Montana  are  now  provided  coverage  under  Social 
Security  in  addition  to  their  benefits  under  the  Public  Employees'  Retirement 
System. 

The  Social  Security  Division  was  established  as  a  division  of  the  Public 
Employees'  Retirement  System  on  July  1,  1955,  after  its  initial  two  years  of 
operation  as  a  division  of  the  State  Board  of  Equalization,  and  its  large  and 
significant  growth  during  this  period  not  only  attests  to  the  need  for  this  addi- 
tional coverage  for  public  employees  but  to  its  value  and  timeliness  in  improv- 
ing the  personnel  standards  for  efficient,  economic,  and  stable  public  service 
among  the  employees  of  the  State  of  Montana  and  its  political  subdivisions. 

The  accelerated  amount  of  retirements  during  the  past  fiscal  year  indicates 
that  the  addition  of  Social  Security  coverage  provided  sufficient  additional 
security  to  the  older  members  and  their  beneficiaries  in  particular  to  enable 
them  to  discontinue  public  service  and  enjoy  some  of  the  rewards  of  their 
devotion  to  said  service  in  more  comfort  and  security  as  well  as  providing 
opportunities  for  younger  employees. 

We  appreciate  this  opportunity  of  providing  this  additional  measure  of 
reward  to  the  faithful  and  deserving  public  employee  members  of  the  State 
of  Montana  and  its  political  subdivisions. 

Respectfully  submitted, 

BOARD  OF  ADMINISTRATION 
PUBLIC  EMPLOYEES'  RETIREMENT  SYSTEM 
John.  F.  Sasek,  Secretary 
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REPORT  AS  OF  JUNE  30,  1957 

For  the  Period  Beginning  July  1,  1956,  and  Ending  June  30,  1957 

BOARD  OF  ADMINISTRATION 

IRVIN  E.  SNYDER,  Helena President 

HUBERT  G.  WHITE,  Townsend Vice  President 

MALCOLM  BOWDEN,  Helena Member 

MRS.  ELMER  SCHYE,  White  Sulphur  Springs Member 

*JOE  D.  BROWN,  Missoula Member 

"GEORGE  J.  McDONALD,  Red  Lodge - Member 

*  "JAMES  GERARD,  Cut  Bank Member 

ADMINISTRATIVE  STAFF 

JOHN  F.  SASEK Secretary 

EDWARD  D.  LITTLE Accountant 

MICHAEL  J.  HUGHES Attorney 


'Deceased.  Served  to  February  16,   1957. 
"Deceased.  Served  from  April  1,   1957  to  June  5,   1957. 
'"Appointed  June  19,  1957. 


LEGISLATION  AND  GROWTH 

Public  employees  in  Montana  were  first  provided  the  opportunity  of  securing  Social  Security  cover- 
age, or  Old  Age  and  Survivors  Insurance  under  the  provisions  of  Chapter  44,  1953  Session  Laws  of 
Montana,  when  the  Thirty-third  Legislative  Assembly  of  Montana,  enacted  the  enabling  legislation 
whereby  political  subdivisions,  not  under  a  retirement  system,  could  have  some  measure  of  security  for 
themselves  and  beneficiaries  at  superannuation  and  for  their  survivors  should  the  employees  never 
reach  superannuation.  This  enabling  legislation  was  made  possible  by  the  1950  amendments  to  the  Fed- 
eral Social  Security  Act  which  permitted  public  employees  not  under  a  retirement  system  to  secure  So- 
cial Security  coverage  which  had  not  been  previously  available  to  them. 

Under  the  authority  granted  to  it  by  Chapter  44,  1953  Session  Laws  of  Montana,  the  State  Board 
of  Examiners  entered  into  a  Federal-State  Social  Security  agreement  with  the  Secretary  of  Health,  Edu- 
cation and  Welfare,  effective  on  December  7,  1953.  This  original  agreement  was  applicable  only  to 
those  political  subdivision  not  under  a  retirement  system.  The  state  agency  designated  to  administer 
Social  Security  for  public  employees  in  Montana  under  this  act  was  the  State  Board  of  Equalization. 

The  Montana  Federal-State  agreement  of  December  7,  1953,  provided  the  basis  of  coverage  for 
the  various  classes  of  positions  among  public  employees  in  Montana  and  every  agreement,  or  modi- 
fication thereof,  which  has  been  executed  by  the  State  of  Montana  or  its  political  subidivisions  since 
that  date  has  been  governed  by  it,  so  that  all  classes  of  positions  are  covered  except  those  of  employees 
working  on  a  fee  basis,  firemen,  policemen,  and  students  employed  incidentally  at  the  various  educa- 
tional institutions.  The  original  agreement  has  been  recently  amended  so  that  fee  basis  elective  offi- 
cials may  be  covered. 

Social  Security  coverage  under  the  provisions  of  Chapter  44,  1953  Session  Laws,  was  secured  solely 
through  a  voluntary  Plan  and  Agreement  negotiated  between  the  legislative  body  and  the  State  Board 
of  Equalization,  which  administered  Social  Security  for  public  employees  in  Montana  until  July  1,  1955, 
when  the  Public  Employee's  Retirement  System  assumed  its  administration.  During  the  period  from 
December  7,  1953,  to  July  1,  1955,  the  State  Board  of  Equalization  processed  and  provided  coverage  for 
588  public  employees  of  one  (1)  county,  ten  (10)  cities,  eighteen  (18)  towns,  thirty-six  (36)  school  districts, 
six  (6)  irrigation  districts,  four  (4)  public  housing  authorities,  two  (2)  soil  conservation  districts,  one  (1) 
cemetery  district  and  the  Montana  Municipal  League. 

The  Thirty-fifth  Legislative  Assembly  of  Montana  amended  the  original  act  of  1953  to  allow  public 
employees  of  Montana,  who  are  under  a  retirement  system,  to  add  Social  Security  coverage  to  their 
coverage  under  a  retirement  system.  This  was  done  in  accordance  with  the  provisions  of  the  1954 
amendments  of  the  Federal  Social  Security  Act.  The  coverage  for  these  public  employees  was  pro- 
vided under  Chapter  270,  1955  Session  Laws  of  Montana,  for  members  of  the  Public  Employees'  Re- 
tirement System  of  Montana,  and  under  Chapter  271,  1955  Session  Laws  of  Montana,  for  members  of 
the  Teachers'  Retirement  System  of  Montana  who  are  professional  employees  of  the  six  units  of  the 
Greater  University  of  Montana  or  professional  employees   of  a   school   district. 

The  1954  amendments  to  the  Federal  Social  Security  Act  required  that  no  state  agency  or  political 
subdivision  could  add  Social  Security  coverage  without  submitting  the  question  of  participation  to  the 
members  of  their  respective  retirement  systems  to  a  referendum  vote  conducted  by  the  State  Agency. 
The  Montana  amendments  of  1955  incorporated  this  provision  so  that  members  of  the  Public  Employees' 
Retirement  System  and  the  Teachers'  Retirement  System  could  participate  in  Old  Age  and  Survivors 
Insurance  the  same  as  public  employees  who  are  not  under  a  retirement  system.  These  Amendments 
also  transferred  the  administration  of  Social  Security  for  public  employees  in  Montana  from  the  State 
Board  of  Equalization  to  the  Board  of  Administration  of  the  Public  Employees'  Retirement  System  of 
Montana  effective  as  of  July  1,   1955. 

During  its  first  two  years  of  administering  Social  Security  for  public  employees  in  Montana  the 
Public  Employees'  Retirement  System  conducted  seven  (7)  statewide  referendums,  on  October  10,  1955, 
January  4,  1956,  April  16,  1956,  May  28,  1956,  October  15,  1956,  January  28,  1957,  and  May  6,  1957, 
respectively  and  extended  Old  Age  and  Survivors  Insurance  to  21,814  additional  public  employees  in 
seventy-eight  (78)  state  departments,  fifty-five  (55)  counties,  forty-eight  (48)  cities  and  towns,  all  units  of 
the  Greater  University  of  Montana,  three  hundred  forty-three  (343)  school  districts,  six  (6)  irrigation  dis- 
tricts, eight  (8)  cemetery  districts,  two  (2)  municipal  water  departments,  two  (2)  public  health  districts 
and  one  (1)  public  library. 

On  July  1,  1957,  Old  Age  and  Survivors  Insurance  had  been  extended  to  the  majority  of  public 
employees  in  Montana  with  22,402  now  participating.  This  is  approximately  89.6%  of  the  total  esti- 
mated number  of  public  employees  who  could  be  covered  under  Old  Age  and  Survivors  Insurance.  All 
state  departments,  all  component  units  of  the  Greater  University  of  Montana,  all  counties,  the  majority 
of  cities,  towns,  first  and  second  class  school  districts,  and  many  other  political  subdivisions,  have 
provided  Social  Security  coverage  for  their  public  employees  so  that  the  number  remaining  is  to  be 
found   principally   in   the   smaller   political   divisions  of  the  state. 
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INCOME  AND  DISBURSEMENTS  1956-57 

Assets  as  of  June  30,  1956 $     56,962.30 

INCOME  FOR  YEAR  ENDING  JUNE  30,  1957: 

Employee  and  Employer  Contributions $2,577,021.11 

Contribution  to  Expense 102,987.95 

TOTAL  INCOME: ...$2,680,009.06 

BALANCE  CARRIED  FORWARD $2,736,971.36 

DISBURSEMENTS  FOR  YEAR  ENDING  JUNE  30,  1957: 
Capital  Disbursements: 

Refund  on  Contributions $  569.08 

Refund  on  Administrative  Expense 1 ,769.72 

Payment  of  4%-4V2%  to  the  Treasurer  of  the  United  States 2,576,598.67 

TOTAL  CAPITAL  DISBURSEMENTS $2,578,937.47 

Disbursements  for  Administrative  Expense: 

Salaries $  17,897.17 

Travel,  Employees 1,713.53 

Telephone-Telegraph 2,020.50 

Printing 1,284.49 

Postage 1,071.00 

Supplies 850.35 

Contributions  to  PERS — Employer 589.05 

Rent  of  Equipment... 60.00 

Service  Contracts 30.00 

Insurance-Bonds 268.21 

Depreciation-Furniture  &  Fixtures 487.06 

Social  Security  Contributions — Employer 395.56 

Miscellaneous 496.20 

TOTAL  ADMINISTRATIVE  EXPENSE..... ...$     27,163.12 

TOTAL  DISBURSEMENTS $2,606,100.59 

BALANCE  JUNE  30,   1957 $    130,870.77 


ASSETS  AND  LIABILITIES  STATEMENT 

ASSETS: 

*Cash $    124,484.34 

Furniture  and  Fixtures 6,386.43 

TOTAL  ASSETS $    130,870.77 

LIABILITIES: 

Contribution  Account $      75,090.88 

Expense  Fund 55,779.89 

$    130,870.77 

*On  deposit  with  the  State  Treasurer 

SOCIAL  SECURITY  CONTRIBUTIONS  DEPOSITED  WITH 
FEDERAL  RESERVE  BANK  FOR  THE  PERIODS  INDICATED 

July  1,  1955-June  30,  1956 $1,380,799.29 

July  1,  1956-June  30,  1957 $2,576,598.67 

The  Social  Security  Contributions  increased  during  the  past  fiscal  year  by  86%.  The  increase  is  due 
in  most  part  to  the  increase  in  the  Social  Security  Tax  rate  of  V2  per  cent  and  the  addition  of  235  new 
agencies. 
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REFERENDUMS 

PURPOSE  OF  REFERENDUM 

A  referendum  is  held  so  that  employees  of  public  agencies  under  a  retirement  system  might  be 
afforded  the  opportunity  to  vote  on  the  question  of  supplementing  their  present  retirement  program  with 
the  OASI  coverage.  Congress  in  enacting  the  provisions  relating  to  retirement  system  coverage  under 
OASI  specifically  declared  its  policy  to  be  that  the  protection  afforded  employees  in  positions  covered  by 
a  retirement  system,  or  the  payment  of  periodic  benefits  under  a  retirement  system,  will  not  be  im- 
paired as  a  result  of  such  coverage  or  as  the  result  of  legislation  enacted  in  anticipation  of  such  cov- 
erage. 

RECENT  REFERENDUMS 

During  the  past  fiscal  year  three  referendums  were  conducted  for  political  sub-divisions  in  the  state 
on  October  15,  1956,  January  28,  1957,  and  May  6,  1957.  In  these  referendums  139  school  districts  and  5 
cities  participated  with  832  eligible  employees  voting.  The  final  certification  of  the  referendums  showed 
employees  of  132  agencies  voting  favorably  for  the  coverage  and  employees  of  12  agencies  voting 
against  the  coverage.  The  agencies  whose  employees  voted  unfavorably  for  the  coverage  must  wait 
one  full  year  from  the  date  of  the  last  referendum  in  which  they  participated  before  they  are  eligible 
to  participate  in  another  referendum. 

Referendums  are  being  held  continuously  so  that  additional  coverage  may  be  extended  to  em- 
ployees who  are  presently  covered  by  the  Public  Employees'  Retirement  System  or  the  Teachers'  Re- 
tirement System. 

MODIFICATIONS 

PURPOSE  OF  MODIFICATION 

The  Social  Security  Act  provides  that  a  State's  original  agreement  may  be  modified  to  include 
additional  coverage  groups  and  to  cover  services  previously  excluded  from  an  agreement  or  modi- 
fication. The  coverage  must  be  consistent  with  the  provisions  of  the  Federal  Social  Security  Act. 

An  agreement  is  modified  by  the  use  of  a  formal  document  known  as  a  "Modification".  The 
signing  of  a  modification  is  an  acknowledgement  of  the  full  applicability  to  it  of  the  provisions  of  the 
original  agreement. 

RECENT  MODIFICATIONS 

During  the  past  fiscal  year  the  Social  Security  Division  prepared  and  processed  23  modifications 
which  were  approved  and  signed  by  the  Social  Security  Administration  in  Baltimore,  Maryland.  Four- 
teen (14)  of  the  modifications  extended  coverage  to  the  employees  in  two  hundred  and  four  (204) 
school  districts,  twenty  (20)  cities  and  towns,  and  nine  (9)  other  public  agencies.  This  accounted  for 
an  additional  6,700  employees  being  covered  under  OASI.  Eight  (8)  of  the  modifications  changed  the 
effective  date  of  nine  (9)  agencies  retroactively  to  an  earlier  effective  date. 

Modification  number  fourty-four  (44)  specifically  changed  the  original  Federal-State  agreement  so 
that  a  class  of  employees  previously  excluded  could  now  be  extended  the  coverage  under  OASI.  This 
modification  provided  that  services  in  fee  basis  elective  positions  may  be  covered  if  so  provided  in  the 
plan  and  agreement  submitted  by  the  political  subdivisions  under  Section  59-1104,  Revised  Codes  of 
Montana,  1947.  This  modification  extends  coverage  to  such  individuals  as  Public  Administrators,  Coro- 
ners, etc. 

Modifications  are  continuously  being  prepared  extending  additional  coverage  to  those  agencies 
desiring  the  coverage  for  their  employees. 


SOCIAL  SECURITY  COVERAGE  BY  COUNTY      (as  of  June  30,   1957) 

School  Cities-  Other 

Coun,7  Districts                        Towns                    Agencies 

Beaverhead 21                          1 

Big  Horn.... 3                                                   2 

Blaine "n                          o                          9 

Broadwater 2                                                   1 

Carbon "  n                         * 

Carter ~"\\                        \ 

Cascade "in                         n                         l 

Chouteau \A                        3 

Custer '"'  ^                         j 

Daniels "  n 

Dawson o  i 

Deer  Lodge "  3                                                 1 

Fallon "  o 

Fergus 26                         2 

Flathead ""  g                         2                         1 

Gallatin ""1  1                          3 

Garfield '   a 

Glacier 1 

Golden  Valley "  3                         1 

Granite "  4 

Hm zzz:zzzzzzz; n  !           i 

Jefferson c. 

Judith  Basin '  r 

Lake o 


1 
1 


Lewis  and  Clark "jq  9 

Liberty '  3 

Lincoln g  j  j 

Madison 4  3  2 

McCone "  7 

Meagher j 

Mineral "  4 

Missoula j  2 

Musselshell 5  2 

Park zzzzzzzz." 4  1  2 

Petroleum j 

Phill|ps Z^ZZIZZZZ"IZZZio  2  3 

Pondera. 5  2  1 

Powder  River 2  1 

Powell 3  1 

Prairie 3  11 

Ravalli 5  \ 

Richland 7  2  1 

Roosevelt 7  2 

Rosebud \\  \  2 

Sanders 7  2 

Sheridan \q  2 

Silver  Bow _  6  1  1 

Stillwater 12  1 

Sweet  Grass 2  1 

Teton 7  3  1 

Toole 4  2  1 

Treasure \  \ 

Valley """""""""ZlO  2 

Wheatland 3  \ 

Wibaux 5  } 

Yellowstone 9  2  2 

The  School  District  figure  includes  districts  which  have  the  teachers  covered,  or  both  the  teachers 
and  other  employees  covered,  or  only  the  employees  other  than  teachers  covered.  The  particular  cov- 
erage group  which  has  the  Social  Security  coverage  in  any  school  district  of  a  county  may  be  obtained 
by  writing  to  this  office  indicating  the  district  number  and  the  county  in  which  the  district  is  located. 
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NUMBER  OF 

AGENCIES  OFFERING  THEIR  EMPLOYEES  SOCIAL  SECURITY 

AS  OF  JUNE  30,  1957 

(By  coverage  groups) 

Number  of 
COVERAGE  GROUP  Agencies 

SCHOOL  DISTRICTS: 

Teachers  296 

Members  of  the  Public  Employees  Retirement  System 67 

Members  who  do  not  belong  to  the  Public  Employees'  Retirement  System 139 

CITIES  AND  TOWNS: 

Members  of  the  Public  Employees  Retirement  System 39 

Members  who  do  not  belong  to  the  Public  Employees'  Retirement  System 37 

'COUNTIES:  (100%) 

Members  of  the  Public  Employees'  Retirement  System 55 

Members  who  do  not  belong  to  the  Public  Employees'  Retirement  System 1 

•STATE  DEPARTMENTS  (100%) - 78 

•UNIVERSITY  SYSTEM  (100%) 6 

OTHER  AGENCIES: 

Irrigation    Districts _ 12 

Cemetery    Districts g 

Municipal  Water  Departments 2 

Public  Health  Districts 2 

Public  Libraries 1 

Public  Housing  Authorities _ 4 

Soil  Conservation  Districts 2 

Montana  Municipal  League 1 

'State  Departments,  Counties  and  the  University  System  are  covered  100%. 

SOCIAL  SECURITY 

COVERAGE  IN  SCHOOL  DISTRICTS 

(As  of  June  30,  1957) 

The  number  of  school  districts  covered  by  Social  Security  according  to  specific  coverage  groups  and 
the  approximate  number  of  employees  covered. 

Number  of        Approximate   Number 
Coverage  Groups  Districts  Of  Employees 

•Teachers 296  5,513 

Employees  other  than  Teachers  (Total) 206  1,507 

Employees  other  than  Teachers  who  are  members 

of  the  Public  Employees  Retirement  System 67  765 

Employees  other  than  Teachers  who 

only  have  Social  Security  coverage .. 139  742 

All  Employees  covered.  Teachers  and 

employees  other  than  Teachers 123  4,750 


*A11  teaching  positions  in  Montana  are  covered  by  the  Teachers'  Retirement  System. 
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